Producer prices (PPI) and service producer prices (SPPI) both implemented the change onto UK SIC 2007 in November 2010. The most significant change to PPI output prices is the reclassification of recovered secondary raw materials (recycling) and publishing out of manufacturing and into the service sector. The SIC 2007 project has included fundamental changes made to the classification of the PPI trade surveys, import price indices (IPI) and export price indices (EPI). The collection of these is now on a SIC basis, a switch from the Standard International Trade Classification (SITC) and Combined Nomenclature (CN) previously used. As a result PPI trade surveys are now compliant with Eurostat short term statistics regulation. This change of classification used will have a direct impact on the framework structure of PPI input prices, as IPI's account for a large proportion of total input price sales. For SPPI, apart from adopting recovered secondary raw materials and publishing, changes resulting in the implementation of SIC 2007 will be largely cosmetic.
Effects of reclassification on PPI output prices
Output (or factory gate) prices measure change in the price of goods produced by UK manufacturers. These are weighted together using 2005 sales from PRODCOM (for gross sector output) and National Accounts supply/use tables (for net sector output). The series still have a reference year of 2005=100.
For many of the SIC division level output prices the effect on index levels and growth rates due to the reclassification from SIC 2003 to SIC 2007 is minimal. This is due to the majority of component products remaining broadly, and in some cases exactly, in the same divisional classification framework. The areas of greatest change to output prices are due to:
• recovered secondary raw materials and publishing -under SIC 2007 these products are no longer classified as manufacturing activities and have been reclassified within the service sector. As a result the collection, sales and weight of all recycling and publishing items are now excluded from the PPI. These activities have been removed from the historical series published back to 1996 • repair, installation and maintenance of machinery and equipment is a new division which has been formed under SIC 2007. The size of this activity now warrants its own SIC division within the manufacturing sector. Under SIC 2003 these activities were included but only as part of each specific manufacturing industry, in particular in machinery and equipment not elsewhere classified, computers, electronic and optical equipment, and transport equipment 
Effects of reclassification on PPI trade prices (IPI and EPI)
The largest impact on PPI trade prices will be the switch of collecting IPI and EPI on an SIC basis, from the Standard International Trade Classification (SITC) for IPI, and Combined Nomenclature (CN) for EPI. This change means that both trade surveys are now compliant with Eurostat short term statistics regulation. It also makes the classification used in all PPI surveys consistent. IPI has also been separated into EU and Non-EU and so are now also consistent with the EPI structure.
SITC is a hierarchy classification derived by the United Nations concerned with dividing products firstly by materials used (for example all meat products are classified together irrespective of how they arrived at that point). It is more commonly known as classification by 'material composition by degree of transformation'. Harmonised Description and Coding System (HS) is an international trade classification set up by World Customs Organisation designed for customs tariffs and trade negotiations. The CN classification is specifically designed for the EU region and is concerned with the grouping of products as they would be categorised at customs borders. The CN classification is consistent with the HS classification structure at the 6 digit level. CN is more commonly referred to as classification by 'degree of transformation by material composition'.
Within PPI specifically the use of SIC refers to who buys and produces that product, or more generally relates to where business establishments are classified by economic activity.
An example of how this change in classification method has affected hierarchal structures are the classifications of 'meat' and 'raw hides and skins'. 'Meat' is classified in SITC division 01 for 'bovine animals', while 'raw hides and skins' are classified in SITC division 21 for 'raw hides and skins', so in separate divisions. Under the SIC 2007 framework these are both classified as products of the meat industry and so fall in the same SIC Division 10 for 'food'.
Effects of Reclassification on PPI input prices
Input prices measure the change in the price of raw materials and fuels bought by UK manufacturers for processing. These are structured using 'home produced' and 'imported' components, and are weighted together using National Accounts supply/use tables. These also still have a reference year of 2005=100.
The areas of most significant change to the composition of the all manufacturing input structure are:
• the change in the classification system used for IPI from SITC to SIC. This change of classification method will have a direct impact on the framework structure of PPI input prices, as IPI's account for a large proportion of total input price sales Such changes have had more of an effect on the 'imported components' of the input structure. However the 'home produced' element of input prices have also been effected by these changes to I/O groups albeit the impact is less. This is mainly due to the fairly stable structure of influential I/O groups within the home produced components, such as food. These I/O group changes have effected the home produced component the most in places where sales for I/O groups were previously excluded on an SIC 2003 basis due to not collecting any products within that specific I/O group, and which have now been merged with other I/O groups that products are collected. For example, sales for SIC 2003 group for 'mining of metal ores' was previously excluded from the input price structure due to not collecting any prices within the UK for these specific products. However the SIC 2007 I/O group for 'mining of metal ores has merged with the I/O group for 'other mining and quarrying products'. Therefore the sales for this new combined I/O group are used in the input price hierarchy and so will have a greater weight in the SIC 2007 structure than it did on a SIC 2003 basis.
All these changes will have an impact on the framework structure of input prices but it is impossible to separate the effects of these various changes. Figure 3 shows the comparison of net sector output index levels and Figure 4 shows the comparison of net sector output 12 month rates. Table 2 shows the change to the weighting structure for components of all manufacturing net sector input. 
Effects of reclassification on SPPI
Generally the effects of the switch to SIC 2007 to the details of SPPI will be very minimal and largely cosmetic as the structure of SPPI is not currently closely based on a SIC 2003 basis like the PPI. At the total net and gross sector SPPI level, these indices will adopt recovered secondary raw materials and publishing activities which previously fell in the manufacturing sector. We have taken this opportunity to also include historic and late data changes.
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For further information about the implementation of SIC 2007 in PPI and SPPI please contact ppi@ons.gov.uk
